Introduction to the Case: When thinking about the American financial services system, 
community banks are a critical component created by Congress, regulated by federal 
agencies, and managed for the benefit of housing loans (originally) and the local and 
regional communities in which the banks exist. The country’s 4,258 community banks 
account for more than 90% of all chartered banks in the United States yet held just 11% of 
the $23.6 trillion in U.S. banking assets at the end of 2022. Nearly half of community banks 
are chartered in counties with populations of 50,000 or less, making these banks a key 
source of capital for small-town America and minority urban communities alike (Reuters, 
2023). 


Community banks play an important political role. There are dozens of such institutions in 
every congressional district. The banks were a key pillar of COVID-19 pandemic programs 
to keep small businesses afloat and their employees paid during the recent health 
lockdowns. Some local governments invest funds and manage capital budgets with 
community banks. The Trump Administration, enabled by Congress, changed applicable 
banking laws and regulations, which are thought to have had significant recent impacts on 
the fiscal health of targeted financial institutions. The Biden Administration is concerned 
about further consolidation in the financial services sector. Many financial services 
industry experts have closely watched very recent asset flights from mid-size to community 
banks in the wake of recent bank failures (Signature Bank and Silicon Valley Bank). 


One of the chief challenges of any multi-lateral federal effort, however, is the levels and 
layers of bureaucratic jurisdiction that shape decision making. Central to the challenge of 
developing and finding new approaches to saving community banks is overcoming potential 
bureaucratic barriers and infighting. Many of the best federal programs find difficulty in 
implementation because of the many laws, jurisdictions, and rules of the bureaucracy. 
Streamlining and implementing banking regulations, given the composition of Congress in 
2023, may be quite difficult. New thinking in public administration may be necessary to 
facilitate the success and solvency of our community banks in order to protect minority and 
rural communities and the economic health of residents. 


Consider the history of federal banking regulations affecting community banks since their 
creation. Understand the array of capabilities community banks enjoy in different states 
and communities in which they operate. The complexity of functional issues, changing 
characteristics of investments held by community banks, and shifting investor sentiment 
(post-recent bank failures) and depositor funds transfers are just some of the categories of 
concerns when considering how to save community banks to protect their long-term 
viability. 


References and Resources are included at the end of this document. 


Objectives of the Case: Your team will take on the role of a consultancy or senior 
management team for a federal government entity or jurisdiction to create a briefing 
proposal addressing the federal government’s motivation and capabilities for new 
policymaking to save community banks. In doing so, you must analyze, synthesize, and 
aggregate evidence for why the government should support your proposed solution. 


You are responsible for thoroughly scoping the problem of America’s fragile community 
banking system, developing a recommended solution, and considering how this solution 
will be implemented via both funded initiatives and implementation engagement. 
Developing an understanding of causation will be necessary for a successful analysis. 
Awareness of the jurisdictional boundaries and governance landscape must be correctly 


understood. Consider your charge to analyze information, demand, needs, and best 
practices as if conducting a formal situational analysis or needs assessment. 


Within the past twenty years, FDIC-insured banks have been reduced by 
nearly half, largely due to consolidation and buy-outs from larger banks 
(Brown, 2023). The fortifying and maintenance of community banks is 
pivotal to the economic resiliency of small towns and rural areas facing 
financial monopolization. 


As more banks fail, community banks are facing an increase in competition, 
with depositors seeking security in larger banks, online banks and non-bank 
entities (Bowman, 2023). Closing community banks creates “banking 
deserts” making the residents of small towns and rural communities 
more susceptible to predatory check cashing and lending services 
(Sebastian, 2023). 


With community banks holding 67% of all commercial real estate loans and 
37% of overall lending, the economic foundation of small towns and rural 
communities hinges on their success (Peck, 2023). Improved regulatory 
bodies that provide assistance with the creation and compliance of new 
banks could help diversify the community banking system, bolstering 
economic resiliency (Bowman, 2023) 


Fach Case Challenge requires students to take on the role of a designated 
organization with jurisdiction to change policy on the topic in order to 
create a briefing presentation to another designated organization that is 
persuasive in its appeal for action. 


The Case Challenge requires two rounds of briefings that apply foundational 
program learning, new core competencies acquired in public 
administration, and research into both theory and the current practice of 
critical public realm concerns. The process will in effect act in lieu of 
examinations on the program ’s critical learning objectives and NASPAA’s 
core competencies for student accomplishments. 


The Case Challenge presentations should feature a clear understanding of 
the team’s role vis-a-vis a designed client. The goal is to demonstrate your 
ability to apply policy analytic concepts from course materials and research 
you conduct to advance recommendations and solution argumentation. All 
presentation elements should be informed by the selection of the team’s 
identity, the named client, the narrow topical focus, and the purpose trying 
to be achieved. 


Each student should initially contribute ideas to collaboratively settle on 
decisions for each of the Case Challenge fundamental framing elements 
listed above. To facilitate team discussions and future agreements, 
individual students should submit a six-slide (6) Power Point deck to faculty, 
copied to their teammates, stipulating as to their personal determination of 
the following (one per slide): 


1. The public value lens of the "client" and its application to the selection 
of potential alternative solutions; (the client is Beverly Cole - Senior 
Deputy Controller for Midsize and Community Bank Supervision) 


. The criteria (at least three) to be applied to potential solutions 
including both evaluative and practical criteria for evaluation; 

. The indicators or measurements to be applied according to the 
selected criteria for solving the defined problem; 

. The first proposed alternative solution aligned with the statement of 
the problem, as agreed among the group, definition and operability, 
are to be explored; 

. The second proposed alternative solution aligned with the statement 
of the problem as agreed among the group, definition and operability 
are to be explored; 

. A weighted CAM (Criteria Alternative Matrix) visualization analyzing 
the status quo and both proposals according to measurements, 
indicators, and weighted criteria to result in an evidence-based 
recommendation. 


